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FROM 1 Daputy Chief, Pinsnce Divisicn

SUBJECT: Coordinsting the Agengy 's Budget and Managsment Activities with

In giving midm-;tm to the Agensy's objectives for improvement of
finenclal msnsgement, it is believed sasantial to evaluste the recomsende-
ticus of the Hoover Commission on Organisation of the Executive Branch of
mewtmmm,Muwlwm
booklet titlad “Isprovements of Fisancial Mansgement in the Federal Govern-
aeat® dated October 1956.

mmm,sm#mmmﬁw;mfmw«
trial balance dated 30 September 1956 has bean made iz conjuetion with the
mmwzwmummwmamamm
ledger sccounts dated 1 November 1953, as revised.

lttﬁatm,tbmmyMannMiuwm&m
a partial acorusl busis to the extent that oparating budget and management
requiremsnts have distated s need for such finencial information consistent
with good scoounting prectices. The Agency's acoounting system includes
firancial eontrol for inventories and property for Headquarters' sctivities
and certain selected fleld mmuumiamm,ﬁ locations,

mmmmmammmmgwmm
sllotment amt structure establiszhed by the Budget Division for comtrol
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to pmmit the preparation of & detalled budget for sutedttal by organiza-
siona) componants responsible for the Agency's cperstions. In effect, the
system controls the recerding of direct costs to the organizaticnal component,
progrem, project or setivity. It further controls the distritution of
transportation costs and the lssus valus of certain property items to the
using components on a direst cost basis. Costs resuliing from property
transsotions st cartain specified field stations are reflected in the
Agency's fiosncial reports through Wnuon yrocess. They are nol an
integral part of the accounting mwtmmtmum, i.s., they sre wot |
reflected in the comtral scoounts maintained at headquarters from which the
Confidential Punds Trial Balance is prepered. There is no distribution eor
proration of overhead ltems much as services, mansgament, axnd top lavel
edxinistration direction to the functional activitlss of the Agency; pemely,
Overt Collection of Intelligencs, Covert Collsction of Intelligence, Intelli~
genos Produotion, Intelligense Refersnce Service, PF and PH. Nor ls there

a distribution or proration of these costs to ihs erganizational components,
programs, projects or activities benefitting therefrom.

Te acsemplish the principal objectives of the Program for Improvemant
of Pinanclsl Mamegemeat giving recognition to the operation and objectives
of the Agancy, it appeurs that such improvements should be segregated lnto
thres separats oategories; nemely, (1) expansion of the existing seorusl
sxpeniiture system, inluding isventery and property, and the cost system,
(2) adeption and Wme:ammmormmmmm
eoat distribution heretofors held in abeyancs, and (3) medification or
elinination of the Propsrty Authorisation Procedure in favor of a single
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allotment to the allotise to cover cash expeniitures and properiy issues
with reizbursemsct being effected to a procurement fund(s) by meens of
allotment control devices. Recognition should also be given to certain
items which might be subject to scorual accounting and cost dlstributien
which, becsuse of Agency cperations, sre considered unmacessary or un-
desivable, the exclusion of which would still permit the Agency %o conform
with the oversll objectives of the Progrsm for Improvemsnt of Finmancial
Managemant and the submission of s cost~based budget to the Bureau of the
Budget.

The following comments relate specifically to the mmbered recommends~
tions of the Noover Commission on Organization of ths Executive Branch of
the Govermment on Budget and Accounting with pertinent commsnts as to the
Aganay's position from an acorued ascounting and cost system indicating
vhat additional steps are necessary for full compliance conaistent with the
Agenoy's operations:

To be answered by the Budget Division.
Basausandation o, £
To be ansvered by the Budget Division
Escamendatian No. 3
To be ansvered by the Budget Division.

T¢ be answersd by the Budget Divialon

It 1z believed that the Confidential Funds secounting system imcluding cost
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sontrol purposes are oonsistent throughout the Agency. Chengea will have

4o be made, however, for budget pressntation purposes only, if distribution

wmﬁwﬁiﬁimtmmmuhwpuﬁ_tomﬁnamu,

programs, projects or sctivities for purposes of assembling data for sub~

Mufaﬁt-m budget by major funotional activity. Reccmmended

changes in the scecunting system sre ss follows: |

{a) Conts and preperty assets applicable to osrtain specific Class A
stations be made an integrsl part of Headquarters sccounting system.

(b) A single sllotment bs made to each allottee to cover direct and in-
direst (property) costs and appropriate modification of the Property

In erder that the Agency lmdget may be formulated and sdministered on a cost

m,wmngamthm%thmwtmmmmmtm

hﬁm‘mmitmmdmtmpt, In this regard, it appesrs
that there sre five major aress shich require medifiestion in the aseounting
systans. Thay are as follows:

{(2) The treatment of advances made for operationsl purposes and chargeable
o project sctivitise as an expeniiture st the time of the advance.
This would exclude edvances to Class B Staticus and oash on hand at
Class A Stations, snd ascounts receivables in the trus sense;

(b) The resording of expsniitures at the time firm liabilities, such as
santracts and scoounts paysble, are reflected in the acoounts;
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(o) mMu'mmmum&m“mm&w
vmnhrymubla;

(a) ﬁ*mr&iaﬁum.mwmm.ﬁimmusvbjutw
Mmmmeummmmmmm
mibiniagfm.o&arwtminmafmw
sommodations;

(s) The recarding of property sequisitions resulting frem purchase an an
sxpenditure at tims of recelpt.

Itb%mthiy%%t&wmwmmm'muw

;mdwmy*auamwmmmmm:

1. mmwm;mmmmhmm

mm#mjntw;ddnimﬁﬂmmmmw

sonstitute fixed aseets in the strustural ssase such as dans,
rosarvairs, pover plants and similar types of assets owned by other
mem:smmmummmm

Wﬁme!mmmmﬁn;

24

wmtmawmmmmmnmm-

t&matmtﬂmhmwammmmm
Boderal service or transferricg to seme sther agancy. Coupled with
mthMﬁMhMaWthmm
mm&ﬁmwmazmuwwmmww
agents.
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The sccounting trestment to be afforded the Agency's investment in resl
property and the contamplated construction of an Agency Heedquarters uild-
ing with reaspect to depreciation will be given further consideration at a
iste date. At the present time, real estats owned and real estate improve-
ments to cwosd and leassed proparty are reflscted in the Agency's tedal
balanss oIffset by & reserve equal to the amount of such assets and improve~
ments based on information received from the Logistios Office, Real Zatate
and Comstruction Division. Asquisition cost and improvemests to resl property
will be treated ss dirsot costs subject to proratisn to the programs and
jrajects sponsored and controlled by the particular station or major
functional setivity such as FI, FP, PH, ste. Accordingly, depreciation in
the trus sense will rot be reflected in the cost~based budget.

The Agency's budget and required appropriation can be made to reflect the

- estimated anmual acorusd expenditure concept based on the cost of goods and
services estimated to bave been recsived by modifying the acorued accounting
and cost aystems ss prescribed under recommendation npumber 6 above.

It is felt that the Comptroller's Staffs, ramsly, TAS and PAS have conpmarable
Frisary responsibility for carrying out the various recommendations at the
Agenoy level. In this regerd, emphmais will be given to ths establishment

IAIRDP78-05252A000100110001-5
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,ermmlmmwmwolmiﬁemmdmwbyw
sooounting divisions to permit effective contrel and meoording of financisl
transactions.

The Agency hes & Comptroller.

To be sdninistered by the appropriate Career Service Board.

7o be answered Ly the Budget Division. In this regard, it is to be noted
that the Program for Improvement for Finencial Mecagemsnt states that allote
meots of funds should be mede at the highest practical level (ses Page 11
Simplitication of Allctment Structure), that acoounting procssses other than
wmmwmmmmmmmmm
&mwmma{mtmmummmnmtmtmmw
tended solely for controlling available funds snd that scoounting processes
a&ummmnmmmwmamhpmmamua
basis for controlling cost-based budgets.
mmmy’smﬂmw&wstmuuhmmm”mtiﬁa
Wuﬁlhkzpﬁmmwmmmwwﬁn ocupletaly and

m&mWMMﬂmMcﬂuﬁwﬁm, Agenay budget-

m;ﬁﬁmm:nmﬁnsmlhdmhped fron data reflected from such
soerual accounting. This is exclusive of depreciation and mocerued amaml
lenve,
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Nl inplementation of an integrated soorusl and cost should avoid the nesd
for & revelving fund, in the formal legislative sense, for the mansgement
and costing of supplies and waterials.

Bacommendation Fa. 16

Nopstary property acecunting resords will be expanded &s & part of the ac-
sounting aystem to the extent that the wvalue of property on hand and in use
at specified locations wacrrants suwoh financial centrel.

4 sizgle scoount under the Agenoy's sppropristion will be established for
parpeses of controlling the swmount avallable for the liguidation of valid
mﬁmwmmwm.

¥alid olaims against lapsed appropriations are and will be settled within the
Agency sgainst the acoount referred to under recommsrdation nusber 17 above.

Protaction of the sscurity of Agency scurces and methods generally requires
- adsinistration of authorities to relieve acocuntable officers within the
administrative processes of the Agency.

Astion to be taken by the Bureau of the Pudget.

Mation to be taken by the Treasury Depariment.

Zscommndation Ko, 22

~ 4stion to be taken by the Congress. Comparable to this recommsndation ia-
_ mmm:;mmmy £ the Program Analysis Staff of ths
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Comptroller's Office with respect te the development of comprebensive re-
ports peeded by sdministrative, mansgement and other operating officials.
Subject to astion by the appropriate Career Service Board.

Astion by the Military Departmenta.

Aotion by the Bureau of the Buiget in determining the scops and sdequacy of

the Agenoy's intsrnal eudit progrem as conducted by the Office of Audit.

To oonform the Agency's meccunting system with the ohjectives epressed
in the recomasndations refarred to above, it is propossd that the following
changse be made in the scoounting treatment of Confidential Funds transac—
tions in order that the Agenoy's fipancial and cost procedures will reflect
the meximam in sccrusl accounting and cost distribution:

{a) The following transactions to be {reated simultanecusly as an expendi-
ture 4nd 8 cost, as well as being reflectad in the ascounts as asset
with offsetting credit in a reserve account. Undisbursed or unconsumed
assets to be treated as & deduction sgainst the coat~based buiget
presentation;

(1) A3l advanses other than sdvances to Class B stations ani cash

on band at Class A statlons.

(2) Property sequisitions resulting from proocurement.

(3) Isvestmeuts in Propristary Project and Securitiss.

{(4) Cached Funds and Cowmodities.

{b) Firm liabilities will be recorded based on appropriate docwmentation

#¢.05252A000100110001-5
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eovering smoucts dus contrectors, supplisrs, and other govermment
sgencies, vith sxpenditure and cost being recorded st time of

{(s) Proparty in Use (including administrative equipment) as well as
issues to De reflseted in the cost accounts and allotment system.
Beturns of property frem in use asd from project oosts to be oredited

_ 40 the respective component or project.

(4) Reoogaition of acorued salaries payabls.

(¢} Becognition of amounts subject to reimbursement after the end of the
fissal year covering suppliss or services received during the surrent
{£) Istegretion of all finspoisl data in the ascouhiing records aad accounts

ot Heedquarters. |
(g) Issuazce of & single slletment to eash allsttes to cover direct (cash)
 expanses and indirect (property ismiss) costs with appropriste modifi-
meat t0 the Procurement Fund{s) by msans of sllotment contrel devices.
Concantrsted effort will be mads for recording costa on & direct basis
ﬂt&&ﬁﬁwﬁmﬁmuﬁﬁwmmtﬁ%ﬂmwaﬁywmﬂq
or distribute indirest cost for reporting and tudgetary purposes will be
hald to & mintsmu. This will be scoomplished st the time consolidated finen-
eial statements are preparsd and will not be reflected in the sccounts
maistaized by the acocunting divisien on the Comptrollsr's Office. Costs
wmmenwﬁmmmdnbowu&ummemn
Full utilization of Geperal ledger accounts and subsidiary records o
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inglnde clesring scoounts, trust accounts and appropriate deferred debit sad
thmmzaﬂnummmamrmmmwm

Fall recegnition will be given to the significance of a cost-based
budget through the recording of financisl transsetions which affect future
Yoars oparations as it pertains to the cost of unconmmed or undisbursed
rosources delivery under procurement programs and utdlization of such ine
ventories. Astion will be taken to emphasize cost control in sufficiasnt
dolail w0 adequately reflect dollar cost of operations for components, pro-
grans, projecta or activities, Every sffort will be made toward the reductisn
of allotment agoounts a3 a means of controlling funds on a functional basis
at the highest prastical level.

- It is antdoipated that full sccomplisbment of the program covered hereinm
vill be effected tot later than 30 June 1960. Although, it is required that
Wmmawlwmwm‘mmmimaamtw
Wﬁﬂ&lhm&mﬁsﬁfaﬁﬁﬁ?kmhﬁmt&tmmw—
mwmummmnmmanorzcmmw;mmm
therealter. |
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